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Boviet nomic System

General Ennis, gentlemen of the Army War College:

It is a pleasure to be back at Carlisle Barracke sgain and
to have the opportunity to speak to you on the subject of, "The
Soviet Economic Bystem.” “aen I received your kind invitation,
I moticed that T was ébwn for two lectures instead of the usual
one. My immsdiste reaction was that such scheduling represented
& tribvute to the fortitude and endurance of the offices of the
United States Army. Two hours of [Jjsrowid ve revaraea vy 25X1A
the peacetime counterpart of the Purple Heart; perhaps & nev
degoration we can call the "Purple Ear.”

I propose to begin with e brief sketch of the Russian
econcmmy in 1913. Thie year is the base for many Soviel gtudies
snd claims. i’here is & great amount of misinformation about
the size of the econony the Communists inherited from the Tsars.

On the one hand, the Soviets try to plcture prerevolutionary
Ruesia a8 ths counterpart of Black Africa today. The official
myth about the relative beckwardness of Imperiel Russia uas been
deliverately created so that Communist economic achievements
since that time will appear to be even greater than they in fact
have been.

On the other hand, certain Western writers have, in my
opinion, grossly overstated the cutput of Russian indusiry in
1913 in order to play down and pooh pooh its growth since the
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Communist takeover. The Soviei party line would have you believe
that in 1913, Ruselen industrial ocutput was lecs than 7 percent
of that of the United States in the same year. In coptrast,

the work of Professor Nuttcr, as I understand it, leads hiu to

the conclusion that this figure should be 22 percent. In

abgolute size, then, we are confronted with a raunge of 300 percent
in these estimates. To borrow a simlle from the Cunine worid,

we are told that, in the lagi years of the Tears, Russian industry
resenbled elther a toothless, underfed lap dog or else = full-
grown German shepherd, fully able to remove your head in one easy
bite.

Recently, the most respected economist in the Soviet Union,
Academliclan Strumilin, published a pamphlet which, in effect
demolished official Communist clatms.l/ He placed 1013 Russian
output at 11-12 percent of that of the US. Having passed his 80th
birthday, Strumilin undoubtedly lelt thet he could write objectively
and survive. On tho same subject, a carefully prepared post
World War II Leaguc of Notlons study placed 1913 Russian output
at slightly over 12 percent of {toat of the U.s.fg/ Other independent

studies have reached compaisble conclusions.

i/ Strumilin, On ihe Paths of Bui n Cormuniam {Na putyakh
pestreonia Komminizee ), Moscow 1550.

2/ lIsegue of Nations, Industry and Fo.elgn Trade, Geneva, 19L5.

BTET
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The welight of evidence, as I see 1t, would place pre-
revolutlonary Russia as the sixth or seventh lergest industrial
pover of its time. W¥hile backward by then existing Western
Eurcpean standards of per capite output, Russia was not as
underdeveloped as either India or China is teday.

Further Russia bed in hand many of the keys for rapid economic
development, which were, of course, taken ¢ver by the Cammmists.
First, there wos a modegt industrial base which had been
groving at a rate of about 5 percent a year for the previous 50

years.

Becondly, savings had reached the respectable rate of ebout
10 percent of national income, which is sbove the "takeoff" threg-
hold.

Third, its asgricultural output was not only able to provide
an sdequate diet for ltes people, but also to generate an export
swplusg. There was, therefore, ne pressure of population against
food resources.

Finally, the country was richly endowed with coal, iron
ere; and other materisls which are the essentials for building
heavy industry.

8o much for what existed at the time of tekeover. The
firat mejor problems that faced the revolutionists were political
aud military -- t0 get Ruseis out of the war with Germany, to
bring the internal civil war to & successful conclusion, and to
resolve the batile for control within the Cowmunist Party itself
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which followed the death of Lenin in 1924. By 1928, three
ipportant developments had taken place:
Pirst, Btalin had emerged as the absolute victor
in the internal power struggle.
Sscond, the economy hiad finally been restored to
its pre-revoluticoary level of cutput, ond
Taird, out of the murky dogua of Marxism and

Leniniam, the surviving Cowmamist leadership had molded

& program of economic scticn vhich was to serve for the

long-rmum future.

The central theme of the progran for economic action,
which hss remmined wchanged, is foreed draft industrialization.
One of the besi descriptions of Soviet economic policy was made
by Oscar Lange, formerly & professor of esconomics at the University
of Chicago, vho returned to his patiwe Poland after the cwmniq‘t
takeover, and now serves as the prineipal economlc advisor to
Goamilka. Mr. lange said,

"fhe Soviet econowy was planned ... for one single
parpose, namely, the rwsti rapid industrialization ...

Soviet economic plamning did not serve the cbjectives of

a harmenicous soclalist welfare ecomomy, but served

political and military objectives to which all other

sapects of economie planning vere sacrificed,"l/

i/ Oscar lange, "Thskorking?rimmasgf the Soviet Ecomomy,"
in n n_SSOT '{” y AU 0S8 S8 ; ﬁe‘f YGZ‘-‘L; 191‘3' ~(l

S . [
Approved For Release 2000/09&5@félnfRDP62800545A000100090002-5 ‘["
1




Approved For Release 2000/09/11 : CIA-RDP62S00545A000100090002-5

In other words, the Soviet economy was and still ie,
‘shaped o serve the purposes of the State, not of the people.
Baving decided on the objective of forced draft industrialigation,
the Commmnists leadership proceeded to implement their decieion
through the mechaniem of detailed plans, rigid allocation of
regources, snd the use of force where necessary. The crestion
of a formidsble military machine was, of course, a prime objective
of the Industrielization drive. A loglcal repult is that the
Soviet Union has treated the welfare of 1ts people &g a minimum
requirement in planning, and essentlially ez & residual In plan
execution.

tne car gee this basic fact by examining howv total output,
or gress pational product, was allocated in the USSR last year,
and compare this with the dlvision of the production pié in the
United Btates.

{Briefing Aid 1)

You can gee that:

1. Boviet GNP in total wams less than half that
of the US -~ about 45 percent of ours.

2. However, comsungptlion, or what the consumers
recelived in mapsia., was only aboul oue«third of the goods
and pervices our pecple enjoyed. Because of the larger Soviet
population, this means that on a per capits dasis, the
Slaparity in living standards wns sven greater than this
chart showe.
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‘3‘ Total Soviet investment, ip contrast, was equal to
&bout 90 percent of our own. Thelr investment in industry,
meagured Iin dollars, was equal toc ours. It is this long-
standing practice of plowing back svery ruble possible
into capital goeds investment that is responsible for the
rapid growth of Soviet Industry. The major reasons why
total U.8. investment was hipher was because of our far
greater construction of commercisl Pacilities {shopping
centers, drive~-in movies and the like), and because of our
vwast road tullding progren.
ke PFiually, Soviet outlays for the militsry establish-
ment were about equal to ourg, in sbgolute dollar terms.
As & proportion of groas national preduct, they are dmting
about twlce ss much to military purposes as we are,
The x‘c}.&tive levels of infustrial production in the two
sountries are not strikingly different than the retios of
gross nationml product. That 1s, Soviet industrial production
this year will probably he close o 45 percent of our own.
Bowever, the output of capital goods in the USER is higher
| than this oversll m;tie. Ivdeed, Boviet production of certain
besic materisls and producer goods is slrealy sbout equal to
that of the United States. On the otber band, thelr output of
consumer goods is far below corresponding U.S. levels. let's look

CEARe
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at some specific figures.
{Briefing Ald 2)
1. You cAn see that last year, Soviet output of
coal exceefed ours by about 30 percent.
2. Their output of machine tools was slmost Ud
times our own.
3. Soviet output of steel was sbout 70 percent of

ours. However, the end use patitern of steel wes far

’ different in the two countries.
k. Moving over %o the consumer goods side of the
shart, you can see that Soviet output of automobiles,
washing machines and refrigermators was on‘ly‘a small
fraction of our own. This was what I hed reference to
vhen X said that the use patterns for steel were quite
different in the two countries. The Soviets use xost of
their steel to produce capital goods and to expand thelr
pasic materials industriee. As this chert shows, we
40 not. |
To pummarize the first purt of this presentation, I think
it is fair to say that the Soviets bave succeeded in vhat they set
out to do. Within a span of 30 years, they have dsve}.md an fndustrial
base which 18 second only to that of the United States. This
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ixdustrial base, in turn, has crested the materisl needed to
support not only large, well-equipped cooventional nilitery
forces, but also sdvanced nuclear-weapon delivery systems
techoglogically equal o those of the West.

I do not conclude from this that secret of Soviet success
lies in greater efficiency. On the contrary, compared t0 the
lending free enterprise econumies of the West, the Soviet economy
today is relstively inefficient, |

ist me show you & fev figures.

{Briefing Ald 3)

1. This chart first compeves total populstion in the U.S.
with that ¢of the USHR. We have about 177 million people in
our country compared to over 210 million in the presdht bhorders
of the USER. ,

2. Of s total, the Soviets heve nesrly 100 milliom in
the civilian labor force. Thie is & high participation rate;
samevhat over 47 percent. Iu contrmet, only about 38 percent of
our populstion, or 67 million, ere in the labor force.

3. As far as sgricultursl employment is concerned, the UBSR
st1ll has the bulk of its iabor force on the farms, And with
slmost 47 million people in sgriculture, the Soviet Union produces
somewast less food than does fthe Undted States, which has only
7 mdllion farm workers. It is oot swprising that the USER has

SEGRET
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sent geveral agricultural delegaiions to the United States as
part of the Eoagt-Wealt exchange prograum. They bave also weloomed
Awerican farm sxperts to the Soviet Union, and are trying to
£ind out how we do it.

k., Turning to industry, you can see that the USSR Lss
nesrly I million more pevsons in industry, or sbout 20 percent
more than the United Btates. At the same time, the value of U.8.
infustriel cutput is more than twice that of the Soviet Union.
This means that productivity in Soviet industry is less than 40
percent of that in the United States.

5, In contrast, we concentrate most of our labor Porce
in the service indusiries - trade and government, most prominently.

The very low level of productivity in sgriculture and the
relatively low profuctivity in {ndustry exist despiie maseive
efforts in education and particulariy in mmzm training.

The Soviet regime has placed great etressc on education in
engineering snd science. Even in their elght and tan year schools,
the cwrriculum is heavily welghted on the side of science and
mathematics, The higher educatiopal institutes, of which there ere
315, increase this ewphssis. About two-thirds of all graduates
are in the sclentific or technical fields. In the USSR, these
institutes offer five or six year courses of study which are geared to
the requiremente of o particular industry, such as eviation. The

SEppET
Approved For Release 2000/09 ?@EMA-RDPGZSOOMSAOOM00090002-5




- Approved For Release 2000/09/11, : CIA-RDP62S00545A000100090002-5

‘U‘;w Gt B,

universities, of course, offer much broader training centared

around s major field, such as chemistiry.

. This directed program has brought the Soviet Union to the
point where it now has numerical superiority over the United Btates

in certain fields. For example, thers are now about 976,000
engineering graduates enmployed in the USSR, or almoet 90 percent
more than in the U.8.

hether or not this headlong turning ouk of engineering
graduates makes the best possible sense is & mpatter of debate.
There are many competent cbservers who believe Soviet gquantitative
superiority presents & real challenge to the West. I 4o not share
this viev. For exanple, the Boviets employ many englneers as
factory foremen. In the U.S., these Jobs are filled by people
who usually heve some technical training, but who are not college
gradustes.

Further; there is no counterpart in Soviet education of the
grafvate and undergreduate schools of business edministration,
such 88 those at Harvard and Columbia. This means that most
supervisory and menagement positions in Boviet inlustry, as well
&8 in government, are filled by englineers.

Finally, not only is the output of 7.5, industry well over
twice that of the Soviet Unlom, but also product deeign changes
in our country are fmr mors frequent. To sum up, X £ind it impossible
to conelule that one Soviet engineer equals one American engineer.

SEGRET:
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One finel point on professionsl menpower. In gclence, including
both the phyeicel and bioclogical fields, the United Staties has a
substantisl mmerical lead. Not only do we have more than twice
a8 meny sclentists smployed as do the Sovists, but our lead will
incrsase over the next five years. It may be that we have not
nad enough of cur scientists working on the problems of greatest

. pational policy importance. If se, this is a fault of allocation

and not a lack of maurbers.

8o amuech for education the direction in which it is being
chennelled, and ite effect on Soviel economic development to date.
I turn now to the organization of eontrol over economic decisions
and their implementation inthe foviet Union.

Piret of all, the Compunist Party is in complete charge of
both policy formulation and execution. At the apex, the highest
council is the Party Presidiun. This body of 14 members is
presided over by Khrushchev, whe is First Secretary. The military
leadlers, the secret police, tnd‘ the professicnal industris) menagers
no longer have & direct voice in this council.

The Secretariat of the Presidium is the group responsible for

day-to~day interpretation of poifey. OFf its ten current wembers,
only one, Huslov, has a tenure longer than Khrushchev, end thus s
the sole menber whe does not owe his present position fo Mr.
Korushchev.
Ve are now ready to axamine the economic chain of commnd.
(Briefing Ald 4)
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1. At the top left, you can gee the Presidium of the Party
which we have already discussed.

2. In the center is the Presidium of the Council of Ministers,
of which Khrushchev is also chairman. This is the top governmental
body charged with the implementation of policy, that is, with
carrying out declsions of the Party leadership. The two first
dsputies are Mikoyan and Xozlov. Kozlov 1s a former leningrad
party boss, who 1s now the designated *heir apparent.” You may
remember his visit to the United Stetes earlier this year.

3. The reorganization of industry and planning, cayried out
in the latter helf of 1957, bas greatly enhanced the role of Gosplan.
Gosplan is not only responsible for developing short and long-
term economic plans, but is also partislly responsible for plen
execution. Its new chairman is Kosygin, who is also a deputy
chatrman of the Council of Ministers.

4, There are & number of State Committees - for Automstion and
Mschine Building, for Labor and Wages, and for Seientific and
Technical matters. These committees clearly have important functions,
but by their very nature are of lesser rank than Gosplan.

5., Returning to the center of the chart, the Council of Ministers
is directly responsible to its Presidium. Several members of Gosplan
are also members of the Council of Ministers. Also, the Council has |
& more political flaver than formerly because merbers of the 15
Union Republics sit on it.

6. The Union Republies have dirsct control of the regioual

councils of nationsl economy in their respective territories. These
Approved For Release 20008B0HETCIA-RDP62500545A000100090002-5
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councils of national econcmy, or sovnarhozy, Bre regponsible for
wall over thres-fourths of industrial output. Most of the remainder
is unfler the control of local govermments.

The reorganization of 1957, then, substituted a pattern of
territorisl control over infdustrisl plante. It repisced the previcus
pattern of direct control frum the center by apcci&lﬂ.saa induatrial
ministries. Each cne of the republics and regional councils is
under the direction of the Commnist Periy.

The major beneficiaries of the Party's reeatablished dominance
are the apparatchicki the people who run the party machinery.
¥brughehev's personal attention to economic matters, his persistent
demsnds that party people mester & knowledge of econcmies, and
the establishment of special courspes for party workers, all reflect
the incressed role of the Perty in the dsy-to-dsy cperstlon of the
eCOnOY .

This is & shift avay from past comtrol of industry by the
technical-engineering elite -~ the former induetrial ministers. To
date, the shift seems to have been & success. Ivdustrisl production
meintained the ssme rate of growth in 1958 which it enjoyed under
the ©ld setup in 1957, and has moved shead even more rapidly in the
firat balf of 1955.

To move on, T should like to review for you, in very brisl
fashlon, the elements of the national economic plan. Actually,

SEORET.
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there are 13 interrelsted sub-plans which mmke wp the vhole, aud on
our next chart the more important ones are highlighted.
(Briefing A4 5)

Aggrepate Indices of &ctiﬂma These are monetary estimates
of such key elements us gross value of output for industry, agriculture,
trausport, the volume of reteil and foreign trade, the value of
capital investment, and so forth,.

£xpduction. This sub-plan consists of ‘me”eutput schedules
for specific commodities in physieal units in great detail snd ia
the moot lmportant part of the over-all plan.

3« ¥+ Given the production goals, =
schadule of allocations is drawn wp designed to provide each
profducing unit with the awount of raw materials, semifinished goods,
&nd capital equipment needed to meet its production goals. The
material belsnce technique utilizes a serleg of technological co-
efficlents, or input-output ratios. Gosplan centrelly administers
the supply of over 1,000 commodities.

gapital Investment. The cepital investuent eub-plan haa

two primary functions. First, it provides the increaged capital

stock estimated to be necessary to meet future production goals.
S8econd, it distributes investment resources in accordance with the
priority preferences decided upon by the Soviet leaders.

5. Technology. The introduction of new technologiesl pro-
¢esses las been & separate sub-plan since 1941. The need for
industrial innovetion has becoms much more important within the past

RE[‘!M : CIA-RDP62S00545A000100090002-5
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year because of the need to increase labor productivity. The State
Cormittee on Science and Technology hag been reisined asz an independent
body reporting directly to the Council of Ministers, one of two such
comuittecs which were retained in the reorgenization of 1957.

6. Lsbor and Cadres. This part of the plan schedules incre-
ments t0 the non-agricultural labor force in accordsnce with over-all
production goals and the planned average inevease in output per
worker. It also covers technical training pleus.

7. Cost of Production (Sebestoimost). These are production
cost estimates prepared for sach compodity and essential service,
vhich mre combined to provide an estizate to total costs. Be-
cause of time limitations, I shall skip over the next three itenms
&8 well as the fipal two, and twn to the _

1l. Stats Bulget. The primary function of the state budget
is to mobilize the financial resources of the sconony and to direct
their flov to accomplish the production objectives. The most im-~
portant financisl resource flowe are, on the income side, the income
from profite of enterprises and the twrnover tax. Ou the expenditure
side, the most important allocations are to investment snd defense.

As you bave no doubt already concluded, the vhole system is &
statistician's ides of heaven. Dealing with all the psper work
is undoubtedly more fun than working on the production line.
Apparently many Russians think so too. Evidence of this are the
constantly recurring drives to cut down on the size of the buresucracy.
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In practice, the natiomal economie plan and its subcomponents
is developed according to & system of rigid priorities. A limited
maber of industries has been consistently favored in the allocation
of resources. These include the so-called "leading links" -~ |
slectric pover, fuels, metallurgy, and the key englneering and defense
infustries. Qnce the output goals for these sectors have besn decided
upon, and the pecessary inputs provided for, the bulk of available
repources have been committed. Everyone becomes caught wp in the
texpo of plan fulfiliment. Produetion is the great god -~ it i
more ipportant than monpey, or people, or mchixiesf

A logicel consequence of setting highly amblitious production
goals is that the Soviet economy is chronically short of everything.
Machinery, transportation and people are worked at, or close 1o,
maximm possible limite. To some Western observers, these outward
mnifestations are consliderel evidence that the economy is out of joint.
They notice the uneven tempo of producticn, the use of very old equip-
ment in industry, perticularly in consumer goods factories, snd the
regort of some plent managers to extra-legal methods of opsration.

But viewed through the eyes of the Russian lealers, the scene
appesrs very Adifferent. They declded on the relative pricrities to
pull & backward natico up by its industrial vootetrape. They plenned
it that way. In large measure, they bave achlevedthe resulis they

were after.
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To conclude the firet pert of our survey, I propoze to discuss |
briefly the major shifts in Soviet domesatic and forelgn economic
policy since the death of Stalin. |

¥ith respect to Soviet policy towerd ita own pecple, ve can
characterize the Stelin pericd as embodying & eombinetion of the
"swnll carroti™ and the "big stick."” The Khrushchev period, on the
other me. has been marked by bigger carrotts and smaller sticks. I
refer not only to the relaxation of police terror, but also to the
greater sttention paid to living standards. In part, I think, this
shift back to the methods of Lenin rather then following the example
of Stalin is & reflection of Khrushchev's own personality. He prefers
to compend by the persuasive force of his argumenis rather than by
the fear he inspires.

However, his method of leafership alec rellects the realities of
the post-gtalin years. The USSR had arrived at & time in its history
vhen 1lsbor wes no longer an abundant commodity. The low birth of
¥Yorid War II, combined with high infant mortelity, meant that the
population of working sge wes going to be virtually static for &
nurber ¢f yeara. It had been growing &t an annual rate of from Cne
to two million persons & year. To keep industrisd growth rates high,
it was clear that labor productivity would have to increase shaxply .

The program designed to achleve this result can be divided broadly
into two perts. Pirst, the measures designed to secure greater
cooperation of the workers by iagroving their dlet and housing comditions.
Second, the drive to izmprove industrisl technology.

Approved For Release 2000/09/11 : CIA-RDP62S00545A000100090002-5
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For many years, agriculture was & stepchild in the distribution
of investment funds. Collectivization in the 1930's, by insuring
an urban food supply in pood years and bad, freed industry for over
two decsdes from the restraints vhich might have been imposed by
the low level of agriculturel outpub. Stagnation in sgriculture vas
dramatically revealed in 1954, when total grain output wes lover
than in 1937. Of course, per capita output wes very much lower.
Further, livestock herds were swaller than inm 1928. In 195k, the
Bino-Soviet Bloc sa a whole became a net importer of food for the
firgt time in history. The Soviet diet was not only iminepiring,
4t wag also & dreg on worker incentives. A typical complasint of
8oviet workers, when asked to increass output, had been -- "why
work harder 1o earyn more rubles when all they will buy 18 more
black bresdt”

The deficiencies in the 1955 Soviet dlet can best be wnder-
stood by comparing 1t with the way our own pecple were eating.

{Briefing Ald 6) '

1. You can see that the Soviet diet was adeguste in calories.
However, it wes overvhelmingly mede up of grain snd potatoes - T3%
of the total in the USSR compared with only 28% in the United States.

2. Further, the Russian diet was deficient in futs and oils -
8 of the total in the USSR compared to 13 in the U.5.

3. The widest discrepancy was in meat. In the United States,
13% of the daily intaké of calories was accounted for by meat and
fish, compered to only b$ in the USSR.

e e e W W W

e
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At the core of !ﬂxruﬁhchev‘a agriculbural. progrem were the "new
lands™ and corn projects. Even though the "new landa” grain program
pusbed cultivetion into distinetly merginal sareas, it hag been
successful. About 75 million acres were reclaimed, sbout balf in
Biveris and balf in Kazakhstan. The cormn project, carrvied out in
the traditiomal farming areas, was the backbone of the mest and
milk drive. Xarushchev set a goal of “Americaniving" the Soviet
diet by 1960-61.

While these overly ambitious gonlszs have not been met, agricultural
putput has moved up 50 percent in f£ive years. The Soviet population
88 & vhole is eating better tofay then ever before.

The sscond major propgram soncerned housing. At the time of the
death of Stalin, housing een&itiéns were worss than they had been
under the Czar. In terms of liviog space per m&sﬁn, the Soviet
Union provided ita clitizens with less than half the housing space
thet the Itallans enjoyed. And Italy, by Western Buropean stendardes,
{to say nothing of the United States) was not providing lavish
quarters for its population.

The immediste Soviet goal was to bring about a 25 percent increase
in living space per capita by 1960, compared to 155%. The longer
term plan i 4o put an end to the housing shortsge in 10 ¢o 12 years.

The housing situstion remaine extremely A1fficult, but the
spactacular new conatruction haeg begun to have physical apd Wﬁ
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effects. Even 1f st41l in ous Toom, Russlan urbean families now
bave some Lope. They often talk of an uncle, cousin or friend
who has & modest apartment at last. EBarlier this year, s Moscow
texl driver told a friend of nine,

"Ten years age there vas no hope. In 1954 there

Was & ten year waiting list. Now it g down to six years,

I put my neme dovn in 1956 vhen we were married, sad I

Lave every hope of au apartment by 196z,"

The Boviet lesders expect that labor productivity gaing will
result frow better housing. This, they hope, will more than cffset
retarding effects of tha diversion of investment funds avay from
building industrisl plant to home copstruction. But there is a good
deal of truth in Peul Henri Bpask's remark that it is more &iffioult
to provide all membeve of the commundty with & roof, shoes, and
meat than 1t is to launch an esrth satellite,

Turning from the consumer welfare Progran, I would liks to
outline briefly the other msjor post-Stalin development, that ig,
the drive to improve technology. |

The Soviet leaders rencunced two points of doctrine to clesr
the vay for & program of techolesl advancement. The £irst wes thet
cbsolescence was peculiar to capltalien and could not ceeur in &
socialist economy. This doctrine had the effect of Justifying the
use of inefficient machinery until it wvas Tinally beyond repair,
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The second point of doctrine wes thet Soviet excellence made

& study of cepitalist accomplishments unnecessery, and even un-
patriotic. This policy, which was part of a broader campsign sgainst
"kowtowing to the West,” bad to be ridiculed and replaced by
ingiastence on constant attention to the technical achievements of
capltaliam. As part of the program of borrowing techuclogy from the
West, the Boviets embarked on a brosd exchange progrem -- viaits

by Soviet persounnel to stesl pia.nte, electronice producing facilities
and maoy others -- in exchenge for reciprocal visits to the USSR.
During 1959, about 1,000 Soviet representatives of industry and
gcience will viait the United Stetes. Others will tour moderan
production facilities in Western Europe.

Ags part of the same iden, the USSR began to step up its trade
with the industrial West, particularly imports of machinery and
aguipment.

let me show you some figures

(Briefing A1d T)

1. You can see that Soviet imports from the industrial West
roge from a low point in 1953 of about $350 million to about $780
million by 1957. Machinery and equipment lmporis sccounted for
between 35 and 40 percent of the total throughout this perled.

2, The decline in 1950 wes largely a reflection of lover levels
af economie activity in the Weet, and bence in its ability to absorb
rav meteriel imports from the Soviet Union. This temporery downturn
will probegbly be reversed in 1959 :or the Soviets have been actively
buying equipment and camplete plants in Western Europe for several
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To summarize this somevhat roxbling discourse, I think the
folloving points are most izportant:

1. ¥When the Communiats tock over conditions in the Soviet
Union were ripe for rapid economic development. The natural and
investnent resources were at hand; there was no pressure of population
against the resource base.

2. The program of forced draft industrlalization whieh the
Compunist leadership adopted vas based on forced draft industrialization
at all costs. The necessary correlary was that pre-revolutlorary
iiving standards were held constant, or even depressed, vhile every
possible ruble wae plowed back into investment in heavy indastry.

3. Until the death of Stalin In 1353, the internal policy
was one of "big stick” and "little carrott.” He maintained this
policy for 30 years az the undisputed ruler of the Soviet Union.

4. This course of action has brought the USSR %o 8 position
of the second largest induatrial economy in the world, able to
support a military expendiiure program nov equal to that of the
United States.

%, ¥Waile Xhrushchev has moderated Stalin's repressive policies
toward the Soviet consumer somevhat; the basic goals of the USSRE
vemadn unchanged. PForced draft industrislization and military
power remain the two cardipal points of Soviet policy.
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